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HIGHLIGHTS OF BUSINESS IN MAY 


The slow decline in economic activity during May was 
largely concentrated in the industrial sector of the econ- 
omy. Steel production dropped steadily, though gradually, 
during the month, to 91.8 percent of capacity in the last 
week. Automobile production, seriously hampered by 
strikes at Ford and Bendix, fell almost 20 percent to 
109,000 in the week ended May 28. As a result, the Fed- 
eral Reserve index of industrial production, which had 
declined 5 points to 179 in April, is expected to fall sev- 
eral more points when the May report comes out. - 

Activity in such areas as construction, retail sales, 
and agriculture remained at or above the April levels. 
Export trade in April (latest figure available) also 
showed continued strength, holding at the March level, 
about 5 percent above the first quarter average. Imports 
dropped sharply, to a point 10 percent below the first 
quarter, reflecting recent declines in national income and 
the desire to restrict industrial inventories. This brought 
net exports to an annual rate well over $7 billion. 

Wholesale prices rose slightly during May, as a 3 
percent increase in farm products and foods more than 
offset a 1 percent decline in other commodities, with 
textile products showing the greatest weakness. Reflect- 
ing a new wave of pessimism, the stock market suffered 
its sharpest break of the year, stock prices dropping back 
to their postwar lows. 


Unemployment Rises 

Unemployment rose contra-seasonally to 3 million in 
May, about 300,000 more than in the previous month. 
Total employment also rose, from 57.8 million in April 
to 58.7 million in May, with a rise of 1.2 million in farm 
employment more than offsetting a 300,000 decline in 
nonfarm employment. The total labor force is now 62 
million, as over a million people entered the labor force 
in May, mostly to seek employment for the summer. 

At 9 million, farm employment is 14 percent more 
than in May of last year. However, nonfarm employment, 
which is now 49.7 million, is about a million below the 
level of May, 1948. 


Sales Rise; Inventories Decline 

Retail sales rose from March to April on both season- 
ally-adjusted and unadjusted bases. The seasonally-ad- 
justed index rose from 329 to 332. Despite the pessi- 


mistic outlook of the past few months, total retail sales 
in the first four months of 1949 came within 0.3 percent | 
of sales in the corresponding period of 1948. Judging on 
the basis of department store and mail order sales, retail 
trade has shown improvement in May. The weekly index 
of department store sales in May averaged only 3 percent 
under May of 1948, and physical volume was even better 
maintained, as indicated in this month’s special article. 

Manufacturers’ sales declined almost 7 percent to $17 
billion in April, 2 percent below last April. Most of the 
decline took place in durable goods sales. At the same 
time, inventory depletion continued in evidence as manu- 
facturers’ inventories declined $300 million more in 
April to $31.3 million at the end of the month. The de- 
cline was almost equally divided between durables and 
nondurables. « 


Upswing in Construction 

Construction continues to be one of the main sustain- 
ing elements in the present situation. The $1.6 billion 
worth of construction put in place in May was 15 percent 
above the April level and just about equal to the value 
put in place last May. Total construction during the first 
five months of 1949 was 3 percent above 1948. 

Public construction is mainly responsible for the con- 
tinued high construction activity. At $460 million, public 
construction constitutes 29 percent of total construction in 
May and is 31 percent more than the level of a year ago. 
Greatest gains have taken place in hospital and institu- 
tional construction, which rose 160 percent over last May, 
and in educational construction, up 80 percent. 


Farm Marketing Receipts Rise 

Farmers are expected to have received about $2 bil- 
lion from marketings in May, only slightly less than in 
May, 1948, and 5 percent above the preceding month. 
Crop receipts are expected to attain the unusually high 
figure of $700 million, as a result of heavy shipments 
of grains, mostly wheat, to the Commodity Credit Cor- 
poration by participants in the Purchase Agreement 
Program. This would be 15 percent above April’s crop re- 
ceipts and 10 percent more than last May. Receipts from 
livestock and products are expected to be about the same 
as in April, $1.3 billion, but about 10 percent below last 
May as a result of currently lower prices. 


Special feature: RETAIL SALES TRENDS 


By David J. Luck 
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Do Strikes Threaten? 


Easing of the labor market is indicated not only by 
rising unemployment, but also by reductions of working 
hours, turnover rates, and time lost through work stop- 
pages. Average hours of work in manufacturing declined 
almost to 38 hours per week in April, indicating the prac- 
tical elimination of overtime. Workers are leaving jobs 
less frequently, though a large decline in the quit rate has 
been approximately offset by a doubling of layoffs. Strikes 
have been about as numerous as in 1948, but man-days of 
idleness have been less than half as great. 

At the same time, apprehension about the possibility 
of serious labor disputes has increased. Jittery executives 
have condemned recent strikes as “rocking the boat” and 
adding to the forces of deflation. Attention is focused on 
the negotiations that get under way this month in key 
industries like steel, automobiles, rubber, and electrical 
equipment. Labor and industry are said to be “squared 
away” for the fourth-round battle. 


Labor and Management Positions 

In the March issue of this Review, it was pointed out 
that the reversal of inflationary price trends had removed 
the ground on which the second and third rounds of wage 
increases had been based; but other grounds for wage 
demands still existed in inequalities, substandard incomes, 
welfare programs, and rising productivity. 

Weekly earnings of manufacturing workers in April 
were down 5 percent from the December high of $55 
per week. The cost of living declined less than 2 percent 
over the same period. However, most of the decline in 
weekly earnings was due to the reduction in working 
hours, with hourly rates only slightly under the peak. 

Generally speaking, the attitude of the unions is 
moderate. Some unions, notably those in the textile and 
apparel industries, have decided not to ask for increases 
at this time. Others, notably the steel and auto workers, 
have stated that further wage increases are essential. The 
mine workers have maintained an air of mystery about 
their demands and are attempting to improve their posi- 
tion by cutting coal stocks. Union leaders naturally feel 
that the time to get increases is during a boom, but the 
extreme demands running up to 25 cents an hour are re- 
garded more as an attempt to establish a bargaining posi- 
tion than as a real objective. 

Management shows much more of a tendency to 


stand firm on its new “hold the wage-line” policy; ang 
in view of recent declines in prices and production, ang 
the widespread desire to reduce inventories anyway, jt 
seems to hold the best cards. From management's point 
of view, a period of decline is clearly no time to increase 
costs. It feels that the competitive situation prevents pass. 
ing on further increases to consumers and that industry 
cannot afford a larger wage bill in these circumstances, 

In terms of the current position, this view also has 
its weaknesses. Profits were well maintained through the 
first quarter of 1949. For the large corporations, profits 
were actually higher than in any quarter but the record 
fourth quarter of last year. Furthermore, the 1949 profits 
largely exclude the fictitious inventory revaluation profits 
which never contributed anything in the way of real cash 
for paying either workers or stockholders. With volume 
sustained, industry’s position seems fairly well protected 
— by lower materials costs, by reduction of dealer mar- 
gins, and by increasing productivity. 

That productivity has been increasing can hardly be 
doubted. Layoffs reflect not only the cutting of production 
schedules but the elimination of unnecessary working 
staff. Without attempting to judge the facts, the Ford and 
Bendix disputes over the “speedup” are hardly without 
significance. The drive to reduce costs goes hand in hand 
with the effort to reduce inventories, which is the primary 
basis for recent curtailment of production. 

This economy drive is not confined to manufacturing 
industries. Department stores, for example, are exploring 
various devices for reducing costs, such as self-service 
departments, restricted deliveries, and introduction of 
more efficient methods of handling goods. With some jobs 
eliminated and production schedules cut back, it is not 
strange that nonagricultural employment has declined, 
but rather that it has declined so little. 


All-Out Strikes Unlikely 


The question that management has to face, of course, 
is not so much that of present position as of future re- 
sult. Fears that dictate avoidance of inventories will 
hardly permit avoidable labor-cost increases. But, under 
the influence of such fears, there may be a tendency to 
overlook the important fact that what the future brings 
will depend in part on the policies adopted. Fortune, 
in a June article entitled “The Slump, and What to Do 
About It,” adopts the latter point of view. It recognizes 
that “wages are a double-edged tool, being income as well 
as costs”; but it nevertheless advocates holding the wage 
line, because “a fourth round of widespread increases will 
do more harm to investment than good to consumption, 0 
long as a cloud of unemployment continues to overhang 
the spending habits of working families.” 

This position seems to us questionable in two respects: 
First, the recent deficiency of consumer purchases derives 
not from any “cloud of unemployment” but from waiting 
for the price declines that consumers have been led to 
expect. When that expectation changes, purchases will 
respond, whether or not unemployment is a little lower. 
Second, “harm to investment” derives not so much from 
minor cost increases (since investment is made in large 
measure to increase efficiency and reduce costs) as from 
the general decline in consumption and prices. In so fat 
as a high wage policy tended to prevent the decline, 
perhaps partly by convincing everyone that prices would 
not be further reduced, it would do more to maintain 


(Continued on page 9) 
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ILLINOIS INDUSTRIES AND RESOURCES 


—— 


MEDICAL CARE 


The medical facilities of a state or nation represent 
a vitally important investment in the well-being of its 
citizens. According to 1947 census estimates, Illinois is 
the fourth ranking state in population, and it maintains a 
comparable position in medical facilities. In 1948 there 
were 321 hospitals in Illinois. General hospitals numbered 
215, and of the others, 31 were for mental cases, 30 for 
tuberculosis, 13 for convalescents, 6 for maternity cases, 
and 26 miscellaneous. Only one state with a smaller popu- 
lation, Texas, had more hospitals than Illinois last year; 
and only California, New York and Pennsylvania had 
a greater number of hospital patients. Of the 1,023,000 
admissions to Illinois hospitals registered by the Ameri- 
can Medical Association in 1948, 52,000 were Federal 
hospital patients, and 122,000 went into county or state 
hospitals. There were 807,000 patients in nongovernmen- 
tal hospitals, a number exceeded only in New York and 
Pennsylvania. 


Medical Personnel 

The United States has more doctors in proportion to 
population than any other nation in the world, and the 
number is increasing faster than the total population. Of 
the 198,000 physicians in the United States in 1948, six 
percent, or over 13,000, were in Illinois. The State main- 
tains its fourth place position in numbers of both doctors 
and dentists. 

At present the medical profession is handicapped by a 
shortage of personnel in some fields, the need for dentists 
being especially acute. There were only slightly more 
than 83,000 dentists in the United States last year, one 
for every 1,717 people. The Iliinois dental situation is 
somewhat better, with 6,200 dentists in the State, one 
for every 1,341 people. There are resident dentists in all 
but one of the Illinois communities with populations of 
over 5,000 and in a majority of communities having from 
1,000 to 2,500 people. It is estimated, however, that almost 
2 million Illinois residents live in rural areas and in the 
685 communities without dentists. 

The shortage of nurses, so crucial during the war, 
has improved, and there was an appreciable increase last 
year in nursing personnel in the nation’s hospitals. 
Although it has about a normal proportion of graduate 
nurses, Illinois is outstanding in nursing education, and 
the 6,800 student nurses and 90 accredited schools of 
nursing in the State in 1948 were exceeded only in New 
York and Pennsylvania. 


Education and Training 

It is estimated that more than 5,000 students will re- 
ceive medical degrees from the nation’s 71 medical schools 
this year. The five accredited medical schools in Illinois — 
the Chicago Medical School, the Strich School of Medi- 
cine at Loyola, Northwestern University Medical School, 
the University of Chicago School of Medicine, and the 
University of Illinois College of Medicine —graduated 408 
students during the 1947-1948 term. The University of IIli- 


nois, with the largest medical school enrollment-in the 
nation, admitted 634 medical students during that period. 

The number of doctors, dentists, and nurses in an 
area no longer adequately measures the extent of medical 
service. Of increasing importance are such associated 
personnel as medical technicians, research workers, and 
pharmacists. Modern hospitals have undertaken the task 
of training these auxiliary workers, as well as interns, 
resident physicians, and student nurses. Illinois is second 
only to New York in the number of internships offered 
by hospitals in 1948, and has more hospitals approved for 
the training of X-ray technicians than any other state. 
The University of Illinois College of Medicine, which is 
affiliated with the Presbyterian hospital of Chicago, is one 
of only 24 schools in the country approved for the train- 
ing of occupational therapists. 


Continuing Progress 

In the past, the share of total consumer expenditures 
devoted to medical care has averaged about 4 percent. 
However, BLS data for 1948 show that the price of medi- 
cal care increased only 40 percent from the prewar aver- 
age while all consumer prices rose over 70 percent. Phy- 
sicians are getting a progressively smaller share of the 
medical dollar, down from 31¢ in 1935-1939 to 26¢ in 
1947, Again, prices are important; those paid for physi- 
cians’ services rose only 35 percent, but hospital room rates, 
bearing the brunt of inflation, rose 110 percent, and were 
the major factor in the increased cost of keeping well. 

Americans are not only paying relatively less for 
medical care than they are for most other goods and 
services, but they are getting dividends in the form of an 
extended life span. At the height of the Roman Empire, 
life expectancy was probably only 25 years, and it had 
increased only eight years by 1700. Modern medical 
science took only 18 years to make the same improve- 
ment; between 1929 and 1947, life expectancy at birth 
rose from 59 to 67 years. 

During the past fifty years, improvements in medical 
care have been as great, if not greater, than the much 
publicized advances in modern technology. In 1900 the 
average age at death, which lags behind expectancy, was 
only 33.7 years, and no single causes of death stood far 
above the others. In less than half a century, the average 
age at death has been extended to 57.4 years, and all dis- 
eases whose average victim is under 35 have been elimi- 
nated as leading causes of death in the United States. 

Today the leading causes of death are heart disease, 
cancer, cerebrovascular lesions, and nephritis, all of 
which typically attack a person during his sixties. It 
would appear that America is the victim of an epidemic 
of heart disease and cancer, when, actually, medical 
progress has simply enabled people to live long enough to 
die of diseases which strike in later life. Because the need 
for better medical care is unlimited, we may expect aver- 
age age at death to continue to rise, maintaining the rec- 
ord of achievement of the medical profession. 


KNOW YOUR STATE 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS UNITED STATES MONTHLY INDEXES 
q ' Percentage Changes March, 1949, to April, 1949 Percentage 
q 9 +20 April Change from M 
"¢ COAL| PRODUCTION Item 1949 Mar. to 
1949 wi 
Annual rate ag 
in billion $ als 
Personal income?............. 213.77 | —0.3| +24 ele 
Manufacturing! 
Inventories. ............... 31.4> — 1.3] + 7.9 
New construction activity’ sta 
if Private residential.......... 5.3 +10.0 | —20.0 pel 
CONSTRUCTION| CONTRACTS AWARDED Private nonresidential... .. . 6.6 + 3.6) by 
Public nonresidential... ..... 4.4 +18.7 | +35.3 
Foreign trade! - 
Merchandise exports........ 13.8 
Merchandise imports........ 6.4 —15.5| + 0.5 tra 
Excess of exports........... 7.4 +17.4) + 4.2 in 
Consumer credit outstanding? hig 
15.6> + 1.9] 411.1 
Installment credit.......... 8.6» + 2.1 | +27.9 It 
Business loans*............... 14.1> — 5.0 0.0 vat 
Cash farm income®............ 21.9 6.3 — 9.2 anc 
RM PRIC Gr, 
(1935-39 
Industrial production? = 100) - 
Combined index............ —2.7|-48 the 
—— Manufacturing employment‘ of 
P Production workers......... 151 5.5 alth 
A Canes tees Factory worker earnings‘ any 
Item Osis." Average hours worked....... 102 — 1.8] — 4.5 hav 
Mar. Apr. Average hourly earnings... .. 230 — 0.1] + 6.3 
1949 1 Average weekly earnings..... 235 — 1.9] + 1.6 abo 
Construct. contracts awarded’. 356 +12.7 | — 3.6 
243.2 5.4 Department store sales?....... 294 + — 4.2 
Coal production®.............. 115.1 +25.4 | +12.5 Consumers’ price index*....... 170 + 0.1); + 0.2 
117.4 — — 3.5 Wholesale prices* 192 
Payrolls—manufacturing*. .... . 267.5 — 3.6) — 2.0 All commodities............ 195 1.0] — 3.6 3s 
Dept. store sales in Chicago‘. . 229.1 + 7.8) — 7.4 Farm products............. 224 — 0.6] — 8.8 
Consumer prices in Chicago’. . 175.0 + 0.3) + 1.7 206 0.0; — 7.8 
Construction contracts awarded 474.9 +62.4 | +53.0 183 +01 
275.3 —15.6| + 0.8 Farm prices* 
Farm 227.0 — 1.2} —19.7 Received by farmers. ....... 243 — 0.4] —10.7 30 
Life insurance sales (ordinary)*..| 180.8 —- 8.6) — 6.9 Paid by farmers............ 197 0.0; — 1.2 
Petroleum production”........ 234.6 — 1.8| + 3.4 106° — 9.4 
1 Fed. Power of Mines; *Ill. Dept. of Labor; Seasonally > As of end of month. ¢ Based on official in- 25 
Dele ‘Ree Res. Bd u's. of, Comm 2 Federal Reserve Board; * U. S. Dept. 
Mang. Asem; li, Geol. Survey of Agriculture; Bureau ot Labor Dodge Cor. 
UNITED STATES WEEKLY BUSINESS STATISTICS 20 
1949 1948 
Item 
May 28 | May 21 May 14 May 7 Apr. 30 | May 29 15 
Production: 
Bituminous coal.................++- thous. of short tons..| 1,886 $. 856 1,844 1,867 1,927 2,278 
Electric power by utilities........... mil. of kw-hr........ 5,270 5, 255 5,257 5,284 , 304 5,076 
Motor vehicles (Wards)............. number in thous... . . 111.3 "110.6 112.6 123.6 129.4; 88.4 10 
1935-39=100....... 194.3 197.4 198.7 200.9 201.3 195.5 
Freight carloadings................... thous. of cars....... 785 774 772 ' 768 785 905 
Dept. store 1935-39 =100....... 274 280 285 334 286 297 
Commodity prices, wholesale: 5 
on 156.5 156.0 155.9 155.2 156.1 164.5 
Other than farm products and foods. .1926=100.......... 146.2 146.8 146.9 147.1 147.9 149.0 
August, 1939=100... 241.8 244.5 244.3 245.2 244.7 324.0 
inance: 
13,629 13,747 13,908 13,976 14,162 14,300 
Failures, commercial................ number............ "206 "172 "171 "193 "204 "112 | 
Source: Survey of Current Business, Weekly Supplements. Sou 
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RECENT ECONOMIC CHANGES 


Prices Steady 

The consumers’ price index remained level between 
March 15 and April 15, rising only one-tenth of a percent 
to 169.7 (1935-39 = 100). The index on April 15, 1948, 
was 169.3. Food prices were up 0.6 percent on the aver- 
age. Prices of rents and miscellaneous goods and services 
also rose, whereas apparel, housefurnishings, and me, 
electricity, and refrigeration declined. 

Weekly wholesale prices, moving between 155.9 per- 
cent and 156.5 percent of the 1926 average, also remained 
stable during the month. Farm products and foods, up 1.2 
percent and 1.5 percent, respectively, were almost offset 
by declines in textiles, metals, and building materials. 

Prices of most of the major classes of products at the 
wholesale level have been falling for some time, as illus- 
trated by the accompanying chart, which shows prices 
in June, 1946, when OPA controls were removed, the 
highest peak reached, and the price level of April, 1949. 
It may be seen from the chart that there have been wide 
variations in price movements of the different groups 
and that the peaks are widely spaced in point of time. 
Grains, showing one of the sharpest rises, reached a peak 
in January, 1948; fruits and vegetables rose slowly and 
reached a new high in the latest period. Tires and tubes, 
the only important group to show a decline, reached a 
low in the fall of 1948. As a rule, those groups which rose 
most rapidly have also fallen most sharply, as in the case 
of meats and grains. Lumber is an obvious exception; 
although it shows the greatest gain, it has not yet shown 
any substantial decline. Moreover, all the groups which 
have shown increases in the last three years remain well 
above the June, 1946, level. 


WHOLESALE PRICE TRENDS 


LUMBER 


Source: Bureau of Labor Statistics. 


Labor Situation Uneasy 


The labor picture was somewhat unsettled by strikes, 
walkouts, and other work stoppages which affected 
numerous companies throughout the nation: Singer 
Manufacturing Company, National Cash Register, Inter- 


national Harvester, General Electric, Philco Corporation, 


Jones and Laughlin Steel Corporation, Timken Roller 
Bearing Company, Bendix Aviation, and the Briggs 
Manufacturing Company. Work stoppages in the latter 
two firms led to production cuts of Nash, Hudson, Pack- 
ard, and Chrysler motor cars. The Ford strike over an 
alleged “speed-up” of assembly lines was the largest stop- 
page of the month. A total of 106,000 Ford workers and 
an estimated 200,000 additional workers in allied or 
supplier plants were affected by the work interruption, 
which lasted twenty-four days. 

Employment rose in May to 58,694,000, 875,000 above 
April, because of seasonal increases in such fields as 
farming and construction. Nonagricultural employment 
again declined slightly. Unemployment rose somewhat, 
chiefly because of an increase in the civilian labor force 
as summer workers began to look for jobs. The following 
tabulation shows Bureau of Census data for May in 
thousands of workers: 


Civilian labor force 


tural 


Unemployment 

BLS estimates of average weekly earnings for more 
than 12 million manufacturing production workers indi- 
cate a decline in April of $1.01 from March earnings, 
falling to $52.62. A shortened work week has been a 
major factor in the decrease. Weekly earnings in du- 
rables dropped 62 cents from mid-March to mid-April to 
$56.75, whereas earnings in nondurables dropped $1.33 to 
$48.39. 


Construction Up 


Department of Commerce data show that construction 
put in place during May, totaling nearly $1.6 billion, was 
15 percent above that of April. Private construction, 
valued at $1.1 billion, was 13 percent above April: public 
construction, worth $457 million, was 19 percent over 
April and more than 30 percent above May, 1948. This 
was the only major classification to advance over May of 
last year. 


Sales Trends Mixed 


Manufacturers’ sales of $16.9 billion in April were 
$1.2 billion below March. Half the decrease is attributed 
to seasonal factors. Durable goods sales amounted to $7.2 
billion, about $350 million under March sales after 
seasonal adjustment; nondurable goods sales dropped 
$250 million to $9.7 billion. Manufacturers’ inventories 
were valued at $16.2 billion for nondurables and $15.1 
billion for durables, down $150 million each from March. 

Retail sales, on the other hand, were up slightly in 
April, rising $538 million from March to nearly $11.1 
billion. Both durables and nondurables shared in the in- 
crease, with the major rise occurring in nondurables. The 
seasonally adjusted index of retail sales, which has 
changed little since January, rose from 329 to 332. 
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Rayon Consumption Declines 

Purchases of rayon goods by secondary manufacturers, 
who make garments and other items, have fallen sharply 
since January after a long upward trend, as shown in 
the accompanying chart. A drop from 87,600,000 pounds 
in January to 55,900,000 pounds in April was the longest 
and sharpest drop since the end of the war. At the same 
time, production was not so sharply curtailed, so that 
stocks held by the initial manufacturers of rayon goods 
were rising rapidly, from 21,400,000 pounds in January 
to 63,000,000 in April. A major factor behind these 
changes has been price uncertainties among garment 
makers, resulting in the reduction of their large inven- 
tories. In part, therefore, the chart portrays a shift in 
inventories from consumers to manufacturers. 


Corporate Profits and Dividends 


A joint report by the Securities and Exchange Com- 
mission and the Federal Trade Commission shows that 
an over-all advance of 14 percent in profits after taxes, 
from $10.1 billion in 1947 to $11.5 billion in 1948, was un- 
evenly shared by the major industrial groups. As a rule, 
producers’ goods industries showed advances, whereas 
consumers’ goods manufacturers recorded declines from 
the previous year. Profits after taxes were up most sub- 
stantially for makers of transportation equipment, espe- 
cially airplanes, but petroleum, motor vehicles, iron and 
steel, and nonferrous metal manufacturers also showed 
sizable increases. Declines were registered in paper and 
allied products, foods, and leather goods; apparel led with 
a drop of 30 percent from 1947. The rate of return on 
stockholders” equity rose from 15.6 percent to 16 percent 
for all groups; a breakdown shows that the largest 
corporations (with assets of more than $100 million) 
showed an increase from 13.3 percent in 1947 to 16.8 per- 
cent last year, but smaller corporations showed declines. 

A Commerce Department release states that publicly 
reported cash dividends paid amounted to more than $1.4 
billion in the first quarter of 1949, 7 percent above the 
amount paid in the corresponding quarter of 1948. These 
reported dividends make up an estimated two-thirds of all 


RAYON CONSUMPTION AND STOCKS 


MILLIONS OF POUNDS 
120 


CONSUMPTION 


/ 
/ 


/ 
20 stTocks—- 


J MM J SN J MM 
1947 1948 1949 


Source: _U. S. Department of Commerce. 


dividends paid. Dividend payments were closely in line 
with profits after taxes, with transportation paying oyt 
75 percent more than in 1948, and other groups such as 
iron and steel, oil refining, electrical machinery, and 
chemicals paying increased dividends. Dividends in heat, 
light, and power; foods, beverages, and tobacco; and 
textiles and leather — all showed decreases. 


National Product Down 


Gross national product in the first quarter, amounting 
to $255.9 billion, was down a little more than 3 percent 
from the final quarter of 1948, but remained well above 
that of the first quarter of last year. The May issue of the 
Survey of Current Business reports that weakening in- 
dustrial prices have become a factor in the decline, as 
well as lower agricultural prices which appeared late last 
year. Inventory accumulation dropped off, as price and 
demand uncertainties caused more cautious buying. Per- 
sonal consumption fell $4.4 billion in the first quarter to 
$176.6 billion, chiefly because of less urgent consumer de- 
mand for goods. Demand for services, however, rose 
slightly. An increase of half a billion in total govern- 
ment purchases and foreign investment was more than 
offset by declines in other segments of the economy. 


GROSS NATIONAL PRODUCT OR EXPENDITURE 


(seasonally adjusted, billions of dollars at annual rates) 


Ist Qtr. 4th Qtr. Ist Qtr. 
1949 1948 1948 
Gross national product.......... 255.9 264.9 244.9 
Personal consumption........ 176.6 181.0 172.5 
Durable goods............. 21.5 22.9 21.3 
Nondurable goods.......... 101.4 105.1 101.4 
Domestic investment......... 37.7 42.8 38.0 
New construction.......... 13.5 14.7 14.3 
Producers’ durable equipment 22.0 22.7 19.8 
Changes in nonfarm in- 
Foreign investment......... 1.5 —.4 3.9 
Government purchases.... . . 40.1 41.5 30.5 
INCOME AND SAVINGS 
National income. .............. n.a. 235.6 213.9 
Personal income............... 216.6 219.6. 207.0 
Disposable personal income. .... . 197.8 199.4 183.9 


ECA's First Year 


The Economic Cooperation Administration reports 
that at the end of its first year procurement authori- 
zations totaling $4,770 million had been issued out of 
allotments by the government amounting to $4,939.5 mil- 
lion. Paid shipments totaled $3,046.8 million. The United 
Kingdom has been the largest recipient of Marshall Plan 
aid, with allotments and procurement authorizations add- 
ing up to more than one-fourth of the total and paid 
shipments coming to about one-third of the total. France, 
Italy, and the Netherlands are the next largest recipients. 
A breakdown by commodities shows that foods, feeds, 
and fertilizer were the major items needed, amounting to 
more than one-third of authorizations and more than 40 
percent of shipments made. Raw materials and semi- 
finished manufactures were second in importance, making 
up about one-fourth of authorizations and shipments; 
fuel, and machinery and vehicles were next. However, the 
food, feed, and fertilizer group, though still the largest 
in total, is declining in importance relative to raw ma- 
terials and semifinished products. More than half of the 
goods shipped were of American origin. 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Retail Sales Training 


The training of retail salespeople is discussed in re- 
lease Number 484 of the Department of Commerce Small 
Business Aids series. Increasingly keen competition has 
placed a premium on salespeople trained in consideration, 
eficiency, and courtesy. The release states that famili- 
arity with the store’s merchandising and operating 
policies and effective handling of customers are selling 
essentials and tells how to train clerks to present and 
demonstrate goods, meet objections, and close sales. Only 
single copies are available. 


The Scranton Plan 


In 1946 geologists revealed that by 1960 anthracite 
mining would be a dead industry in the Lackawanna 
Valley of Pennsylvania, where miners are already down 
to high-cost, marginal coal seams. Scranton, the major 
town in the valley, was already in a recession when the 
Chamber of Commerce undertook a new program of in- 
dustrialization. This program involved building plants 
and offering them to out-of-town industries at low 
rentals, less than half the asking price of factory space 
in Philadelphia, the nearest industrial area. Tenants were 
to have the option to buy the plants during the life of 
the lease, and a clause bound the lessees to employ out- 
of-work miners. Funds for the new factories came from 
bond issues subscribed to by the townfolk. Today the 
Scranton Plan has built 15 factories and 16 more plants 
have been built and occupied by private capital. Coal 
miners in the area have become shoemakers, carpenters, 
weavers, and cigar makers. The success of the Scranton 
Plan should provide both guidance and encouragement to 
other areas in the country which depend on a dwindling 
natural resource for subsistence. 


Self-Service Retailing 


Wieboldt, a Chicago department store chain, has 
started a self-service housewares department, complete 
with turnstiles and cashiers, in one of its stores. De- 
scribed in an article in the May 20 issue of Tide, Wie- 
boldt’s self-service experiment is said to have decreased 
spoilage and theft, and cut deliveries. Self-service toy 
departments were instituted in Wieboldt stores some time 
ago, and the management plans to extend thé method to 
other departments if it proves equally successful in the 
housewares section. So far, traffic and volume are said to 
be extremely good. If such self-service retailing starts a 
trend, there will be repercussions throughout the depart- 
ment store field. 


““Man Management’ 


ABC of Supervision, one of the latest bulletins ob- 
tainable from the Business Management Service of the 
University of Illinois, offers an interesting discussion of 
what the Service calls “man management.” The authors 
feel that the development of each worker as an individual 
is the primary job of the supervisor. As the major link 
between the worker and management, he has a threefold 
responsibility, namely, job management, “man manage- 
ment,” and employee training. The bulletin emphasizes 
that the latter is a continuing process and recommends 


such training aids as graphs, charts, and working models, 
to help each worker understand his job. 


Demand Deposits 


Demand deposits declined by $1.6 billion between 
January 30, 1948, and January 31, 1949, An article en- 
titled “Ownership of Demand Deposits,” in the May 
issue of the Federal Reserve Bulletin, reports that nearly 
all major categories shared in the decline, the first de- 
crease in aggregate demand deposits since 1941. As shown 
in the chart below, personal deposits declined a little 
more than business deposits, retaining, however, most of 
their postwar gains. This was the first year in which 
these deposits actually declined, though the rate of ad- 
vance had been slowing. Deposits of manufacturing and 
mining companies, public utilities, and financial business 
contracted only slightly. According to the article, deposits 
in the central part of the country declined less than those 
on the East and West coasts. 


OWNERSHIP OF DEMAND DEPOSITS 


Source: Federal Reserve Bulletin, May, 1949, p. 472. 


Pelleted Seeds 


A new agricultural development is the commercial 
production of pelleted seeds by a Midland, Michigan, 
concern, Processed Seeds, Inc. Coated with chemicals 
until they look like small pebbles, the seeds are said to 
fertilize themselves, ward off insects and birds, resist 
extreme temperatures, and fight plant diseases. They are 
especially suitable for airplane planting, and the gov- 
ernment has ordered tons of pelleted grass seed for 
western range sowing. The process can be used on seeds 
ranging from evergreen to sunflower, although each 
requires a different chemical coating. The porous coatings 
contain fungicides, insecticides, fertilizer, hormones, and 
vitamins, and such minerals as may be deficient in the 
soil, and they melt whenever there is the correct amount 
of moisture in the soil necessary for Sprouting. 
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RETAIL SALES TRENDS 


DAVID J. LUCK, Assistant Professor of Marketing 


This article summarizes recent trends of retail sales, 
which have prominently entered business news in recent 
months. At the outset it may be pointed out that con- 
sumers’ ability to buy at retail stores depends on their 
incomes, which are keyed to general activity, and that 
there are other important elements shaping the economic 
trend. Nevertheless, the question of whether consumers 
are maintaining their expenditures is vitally important 
for gauging the business situation. - 


Department Store Sales 

Among the most useful of retail sales data are the 
reports of department store sales. Reasons for this are: 
(1) the frequency of reports — gathered weekly by the 
Federal Reserve banks; (2) the accuracy of figures re- 
ported —by an adequate nationwide sample of stores; 
and (3) their nature as a sensitive indicator of consumer 
spending — reflecting the movement of a wide variety of 
goods, the bulk of which are discretionary purchases 
rather than day-to-day necessities. 

Chart 1 shows the index of department store sales in 
1947, 1948, and 1949 through May. The index has been 
adjusted for seasonal influences so that the basic trend 
in buying may be observed. Glancing back, we can see 
the sales developments that have drawn attention during 
this period. Through 1947 and 1948 there was a general 
rise in sales, which maintained a plateau from July to 
September, 1948, and made 1948 the record year of retail 
volume. Then, in October and November, a sharp decline 
in sales gave something of a jolt to business prospects. 

This drop in sales was large (over 5 percent) and 
brought the index below that of November, 1947 (the 
first postwar month which had failed to exceed the pre- 
vious year). Alarms were sounded that a serious reces- 
sion had begun, although some suspected that shoppers 
had merely put off yuletide buying to a date nearer 
Christmas. This was evidenced when sales in December 


Chart 1— DEPARTMENT STORE SALES, 
SEASONALLY ADJUSTED 
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bounded above those of December, 1947, making the 194g 
Christmas season about as good as that of 1947. 

Still the pessimists could point to the stores’ pre. 
Christmas price cuts and special promotions as a sales 
stimulant which would simply rob the ensuing months of 
purchases normally made in January or later. Actually 
January sales were slightly above those of the previous 
year, but in February sales. fell again, as they had in 
October. A further decline in March, allowing for the 
later date of Easter in 1949, brought sales below not only 
1948 but also March, 1947. 

These drops again brought gloom into the business 
picture, but during April and May there has come a 
brighter trend. It will be noted that the index for May, 
1949, stood well above that for the same month of 1947 
and only 3 percent below May, 1948. For the year to date, 
in fact, sales were just 3 percent less than for last year, 
and no abnormal recession now appears to threaten. 

Dollar sales figures have, of course, been affected by 
the recent price reductions, and physical volume compares 
more favorably with last year’s. Impressions of the extent 
of these reductions may be exaggerated, as the Bureau of 
Labor Statistics reports only limited declines from last 
year in apparel and house furnishings prices, but physical 
volume of the department stores would nonetheless be 
close to that of 1948. 


Other Retail Sales 


It should be recognized that department store sales 
constitute less than 9 percent of total retail sales. Hence, 
a discussion of retailing trends should give attention to 
other types of stores too. 

The total dollar sales of retail stores of all types have 
been running at approximately the level of 1948. Among 
specific types of merchandise, however, some divergencies 
are present. There are two general categories of goods, 
durables and nondurables. In February and March the 
total durable goods sales were running about 5 percent 
above 1948. Automobile dealers (who account for almost 
half of the durable sales) were achieving large sales 
gains over 1948 — running about 15 percent higher. Every 
other durable goods category except farm implements was 
experiencing sales below 1948. Substantial sales declines 
have taken place in 1949 for jewelry stores, appliance 
dealers, and building materials (which constitute the sec- 
ond largest group of durable goods retailers). 

Nondurable goods retailers have managed to hold 
sales only slightly (about one percent) below 1948. The 
largest of all retailing groups, food stores, are securing 
sales slightly over last year’s, despite lower food prices. 
Most other nondurable groups have had only moderate 
sales declines from 1948, but decreases have been sub 
stantial for furriers, men’s apparel, and liquor stores. 

The over-all view of retail sales is hardly discourag- 
ing, with total sales holding equal to those of 1948—a 
high standard of comparison. There are spotty weak- 
nesses in luxury lines, but most lines are selling well. On 
the other hand, retail sales trends give no inkling of any 
further expansion. The only notable sales gain, that in 
automobiles, is attributable simply to greater production, 
and the pent-up demand for cars is gradually becoming 
satiated. The consumer is spending for goods indeed, but 
he now requires coaxing by lower prices, new designs, and 
other sales stimulants. 
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Problems and Opportunities for Retailers 

Transition to the normal competitive efforts required 
by today’s conditions will be no easy task for retailers. 
While sales volume may be maintained, lower profits seem 
inevitable. Lower prices mean lower margins, even though 
manufacturers also cut prices. With customers more par- 
ticular, more goods will become unsalable despite better 
buying by the retailer. Attracting customers to the stores 
may require higher promotion expense, more services, 
and longer store hours. 

The conditions of returning normalcy spell the imme- 
diate need for better retail management and sensitivity 
to customers’ desires. They do not mean the end of oppor- 
tunities for superior retailers to expand profits and sales 
volume. Vigorous efforts to reach these goals will benefit 
both the individual merchant and the public he serves. 

Unquestionably there is vast waste in retailing and 
improved methods are seriously needed. This is particu- 
larly true of medium- and small-sized stores, which make 
up 90 percent of the retail outlets, and they are the most 
neglected in research and education. 

One medium for promoting greater efficiency is pro- 
viding merchants with current figures of similar stores 
which may serve as yardsticks for bettering operations. 
Such data are available for large retail organizations but 
seldom have been provided for small stores. A service 
begun in January by the Bureau of Economic and Busi- 
ness Research reports these data monthly to over 100 
cooperating Illinois dry goods and apparel stores. 

A few of the 1949 trends noted in these reports are: 
(1) rising expenses, which only in the last month ap- 
peared to be coming under control; (2) relatively high 
inventories until a decline in April; (3) heavy mark- 
downs (averaging 7 percent and more), evidencing diffi- 
culties in moving goods; (4) favorable collections on 
credit sales; and (5) sales varying in the same directions 
as national trends, but tending to run above those of 
large city stores. 

Future sales potentialities are good, for consumers do 
have the ability to buy if they can be induced to part with 
their money. Chart 2 compares trends of consumers’ in- 


Chart 2— PERSONAL INCOMES AND RETAIL 
SALES, SEASONALLY ADJUSTED 
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comes and total retail sales, both adjusted for seasonal 
influences. (These two lines are drawn on different scales, 
bringing income and sales close together to permit easy 
comparison of trends.) In early 1948 retail sales acceler- 
ated rapidly, but personal incomes were steady. Between 
April and December incomes mounted to a new record, 


but retail sales lagged. Even the rise in December found _ 


sales farther behind incomes than they had been in the 
spring. In 1949 a sharp sales drop occurred in January and 
February, followed by slow recovery in March and April. 
Although personal incomes have tapered off gradually, re- 
tail sales are substantially farther behind incomes than 
they were in early 1948. 

Thus, over 16 months, consumers have been receiving 
more income but spending it more reluctantly. It is highly 
important that retailers and their suppliers properly cope 
with the new situation, by keen merchandising and intelli- 
gent sales stimulation. The whole economy has a vital 
stake in the success of their efforts. 


Do Strikes Threaten? 


(Continued from page 2) 


investment than could any small increase in profit mar- 
gins during a period of falling volume. 

When management again becomes convinced of the 
strength of our economic position, its determination to 
hold the line on wages may not continue so strong as 
to prevent the granting of the minor increases necessary to 
effect a compromise. In short, we lean to the view that 
neither labor nor management will be inclined to force 
another wave of prolonged shutdowns. 


Strikes Not Economic Doom 


It is possible that this view of the situation is too 
optimistic and that 1949’s labor disputes will reach sub- 
stantial proportions. It may therefore be worth consider- 
ing briefly whether this would have the “crippling” effect 
which is commonly attributed to such stoppages. 


Strikes do indeed have some deflationary effects, but 


such effects tend to be very limited in amount and con- 
fined to the period of the work stoppage. The income of 
the workers involved, either directly or indirectly, is re- 
duced during this period, and their consumption is also 
reduced, though not to the same extent. They usually 
have some temporary supplements to income and also 
maintain purchases from current holdings or borrowed 
funds. The real dissaving which thus occurs during the 
course of the strike is largely compensated by the draw- 
ing down of past savings or the reduction of future sav- 
ings after work is resumed. Considering the entire period, 
the loss of consumption is nowhere near what might be 
expected from the loss in wage income. 

Furthermore, needs accumulate as a result of the pro- 
duction loss. If the strike affects investment industries, 
projects are deferred for later completion. If the strike 
affects consumption industries, inventories are drawn 
down, and production must be stepped up later to restore 
working stocks. In either case, backlogs of demand ac- 
cumulate, ensuring the quick resumption of activity after 
a settlement has been reached. 

In short, strikes are neither as likely nor as dangerous 
as current discussion sometimes makes them appear. 
Operations may be planned without the fear that this is 
just another factor which may open the ground under 
our feet. 
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LOCAL ILLINOIS DEVELOPMENTS 


In April, Illinois business activity, like that of the 
nation generally, was characterized by gradual declines. 
Manufacturing employment was down and manufactur- 
ing payrolls shrank by more than the number of jobs lost, 
as hours of work also declined. Coal production and con- 
struction contracts awarded exhibited seasonal upsurges, 
gaining on both a monthly and a yearly basis. Electric 
power continued to be one of the few major business 
indicators ahead of a year ago; but even here, the margin 
of gain was smaller. Consumer prices in Chicago re- 
mained steady, while farm prices continued to decline. 


Construction 

May industrial investments in the Chicago area 
amounted to $7,567,000, declining 2.5 percent from the 
same month in 1948. Investment for the first five months 
of this year totaled $41,962,000, as compared with $53,- 
546,000 for the corresponding period last year, a drop of 
almost 22 percent. These figures include new plant con- 
struction, expansions of existing plants, and acquisitions 
of land and buildings for industrial purposes. . 

As indicated by the chart, contracts awarded in IIli- 
nois generally follow a pattern similar to that of the 
total for 37 states east of the Rocky Mountains. The 
data plotted are cumulative totals obtained by adding 
successive months to indicate the total for the year up 
to that point. Contracts awarded in Illinois were down 
almost to the 1947 level at the beginning of the year, 


CONSTRUCTION CONTRACTS AWARDED — 
CUMULATIVE ANNUAL TOTALS 
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but since then showed a rapid rate of increase and jp 
April were 46 percent above the 1947 level and less thay 
5 percent below 1948. Comparable figures for the 37-state 
cumulative total show that contracts awarded this Jany. 
ary were below the same month in 1947, but by April 
had risen more than 19 percent above the 1947 level and 
were only 8 percent below the 1948 level. 


Production and Employment 

_ Chicago steel plant production fell off in the second 
week of May to 99.5 percent of capacity, as compared 
with a rate of 94.5 percent for the nation as a whole. Ip 
terms of producing districts only Cleveland, with a rate 
of 100.5 percent, was above Chicago. Although the Chi- 
cago market continues strong, the same kind of weakness 
as affects the steel industry as a whole is appearing here, 
with some recent cancellations of orders by fabricators 
who now have adequate inventories. In addition, for the 
first time since the prewar period, eastern mills are at- 
tempting to sell in the Chicago area. Marginal producers 
have been hit hardest by falling orders and renewed 
competition. 

According to the Federal Security Agency, total un- 
employment insurance continued claims (waiting period 
claims plus compensable claims) maintained their upward 
trend in Illinois, rising from 151,989 for the week ending 
May 21 to 153,294 for the week ending May 28, an 
advance of 0.8 percent. For the nation as a whole, claims 
were up 0.9 percent in the same- period. 


Retail Sales 


Total April retail sales in Chicago were up 4 percent 
from the previous month and 6 percent from April, 1948, 
according to Bureau of the Census figures. Most of this 
gain was due to the fact that Easter came in April this 
year. However, the increase was enough to bring total 
sales for the first four months of this year up to the 
level of the corresponding period of last year. In the 
same comparison, Cook County, and Pike and Scott coun- 
ties in west central Illinois, showed gains of 1 and 14 
percent, respectively. On the other hand, retail sales in 
the East St. Louis area were down 4 percent from the 
first four months of 1948. 

April department store sales for Illinois advanced 
10.8 percent from last month and for the first time this 
year were above the level of the corresponding month in 
1948. Joliet, with a gain of more than 17 percent overt 
April of last year, remained well above the average for 
the State. 


Prices 

The consumers’ price index for Chicago showed no 
significant change between mid-March and mid-April. 
The rise of 1.3 percent in food costs was offset by de- 
clines in all the other major groups with the exception 
of miscellaneous items, which remained unchanged. 

Contrary to the rise in food costs in Chicago, the mid- 
April retail food price indexes for Peoria and Springfield 
showed little change from mid-March. For the first time 
since October, 1946, the food price index for Springfield 
fell below that for Chicago. Compared with April of last 
year, largest declines in the three cities were shown m 
fats and oils (down more than 25%) and dairy products 
(down more than 8%). 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
APRIL, 1949 
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INDEXES OF BUSINESS ACTIVITY 
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